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DOH/PPA/…CON#1609-032                                                                            LP Johnson City, LLC 
                                                                                                             Construction, Renovation, Expansion and 
                                                                                                          Replacement of Healthcare Institutions 

CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: November 30, 2016 
  
APPLICANT: LP Johnson City, LLC 
 401 Princeton Road 
 Johnson City, Tennessee 37601 

 
CONTACT PERSON: Chris C. Puri 
 1600 Division Street Suite 700 
 Nashville, Tennessee 37203 
  
COST: $8,571,736 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
The applicant, LP Johnson City, LLC a Delaware limited liability company qualified to do business in 
Tennessee and which is a joint venture between SHC LP Holdings III, LLC, an affiliate of Signature 
Health CARE, LLC (SHC) and Blue Ridge Medical Management Corporation, an affiliate of Mountain 
States Health Alliances (MSHA), seeks Certificate of Need (CON) approval for a 47 bed replacement 
nursing home facility to be located at 401 Princeton Road, Johnson City, (Washington County) 
Tennessee. 
 
The proposed new facility will be managed by Signature Healthcare Consulting Services, LLC and 
Signature Healthcare Clinical Consulting Services, LLC and will relocate and replace, respectively, 
two existing MSHA nursing home facilities, the 34 bed Princeton Transitional Care (license #337) 
Washington Count) located within Johnson City Medical Center at 400 State of Franklin Road, 
Johnson City, Tennessee and Franklin Transitional Care, which holds an inactive license for a 13 
bed nursing home at 400 N. State of Franklin Road Johnson City, Tennessee. 
 
The project consists of 33,037 square feet of space at a total estimated construction cost of 
$6,117,973, or $185.18 per square foot.  This cost is above the 3rd Quartile of HSDA’s cost per 
square foot range. 
 
There is no major medical equipment required for this project.  If approved, the project and its 
beds will be licensed by the Tennessee Department of Health as nursing home beds and certified 
for participation in Medicare. 
 
The estimated project cost is $8,571,736 and will be funded through cash reserves of the joint 
venture’s ownership. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 
NEED: 
The applicant’s service area is Washington County.  The following table projects the total and 65+ 
populations for the applicant’s service area. 
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2016-2020 Total Population Projections 

County 2016 2020 % Increase or 
Decrease 

Washington 133,817 140,905 5.3% 
       Tennessee Population Projections 2000-2020, 2015 Revised UTCBER, Tennessee Department of Health 
 

2016-2020 Age 65+Population Projections 
 2016 2020 % Increase or 

Decrease 
Washington 24,231 28,137 16.1% 

       Tennessee Population Projections 2000-2020, 2015 Revised UTCBER, Tennessee Department of Health 
 
LP Johnson City, LL, a joint venture between SHC LP Holding, LLC an affiliate of Signature Health 
CARE, LLC (SHC) and Blue Ridge Medical Management Corporation, an affiliate of Mountain States 
Health Alliances (MSHA), intends to construct a 47 bed replacement nursing home to be located at 
401 Princeton Road, Johnson City, Tennessee 37601.  The facilities being replaced are the 34 bed 
Princeton Transitional Care (PTC) and the 13 bed Franklin Transitional Care (FTC).  Both facilities 
are owned and licensed by MSHA.  PTC is Medicare certified and is currently managed by LP 
Johnson City, LLC.  FTC has not operated since July 1, 2012 and is currently on inactive licensure 
status. 
 
LP Johnson City, LLC will be part of a modernized, state-of-the-art building and campus on the 
now closed Northside Hospital site.  The applicant will construct a 73,168 square foot build that will 
include both 47 beds dedicated to the skilled nursing facility, as well as 60 assisted living facility 
beds.  The square footage of the skilled nursing facility will be 37,037 square feet or approximately 
47% of the total space.  The nursing facility will have all private rooms and state o the art support 
spaces such as lounges, activity and craft rooms, therapy rooms, gym, dining, and support spaces.  
The building will have wireless internet throughout and other web based services.  In addition, 
there will be outdoor walking space for therapy and treatment, a chapel/movie theater, bank, post 
office, coffee bistro, ice cream parlor, outdoor courtyards, meditation garden and covered patios.   
 
The follow table provides the service area nursing home utilization for the most recent final year of 
Joint Annual Report of Nursing Home Data for Washington County. 
 

Washington County Nursing Home Utilization, 2014 
 

County Nursing Home Licensed. 
Beds 

Total Days 
of Care 

Licensed 
Occupancy 

Washington Agape Nursing and Rehabilitation Center 84 7,664 25% 
Washington Appalachian Christian Village 103 32,696 87.0% 
Washington Christian Care Center of Johnson City 84 27,042 88.2% 
Washington Four Oaks Health Care Center 84 27,200 88.7% 
Washington John M. Reed Health and Rehab 63 18,600 80.9% 
Washington Lakebridge Health Care Center 109 37,175 93.4% 
Washington Life Care Center of Gray 125 36,015 78.9% 
Washington NHC HealthCare Johnson City 160 47,867 82.0% 
Washington Princeton Transitional Care 32 8,839 75.7% 

Total  844 243,098 78.9% 
Joint Annual Report of Nursing Homes, 2014 Final, Tennessee Department of Health Division of Policy, Planning, and 
Assessment 
*Franklin Transitional Care has an inactive license for 13 nursing home beds. 
 
This project is an effort by SHC and MSHC to enhance the provision of post-acute care services in 
the community and elevate the quality and continuity of care provided locally.  MSHA reports they 
have struggles to maximize the effectiveness of its two skilled nursing facilities (PTC and FTC).  
MSHA sought external partnership with SHC who has expertise in long term care services and 
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support.  The long term goal of this partnership is to develop a senior care campus that will 
provide a continuum of care for the older population; including skilled nursing care, assisted living, 
and independent/retirement living options. 
 
This project does not increase the nursing home bed total in Washington County and there are no 
incomplete CONs in the service area.  The Department of Health, Division of Policy, Planning, and 
Assessment calculated the 2018 nursing home bed need to be 1,174 for Washington County.  
Subtracting the current bed total, there is a need for 330 nursing home beds. 
 
TENNCARE/MEDICARE ACCESS: 
LP of Johnson City, LLC will participate in the Medicare and TennCare programs.  The following is 
the projected gross operating revenues by payor source. 
 

 Year 1 Projected 
Revenue 

% of Total Year 2 % of Total 

Medicare $3,200,182 62.80% $3,679,422 58.60% 

Managed Medicare/Managed Care $1,818,208 35.70% $2,071,586 33.00% 
Self-Pay $79,370 1.50% $526,234 8.40% 

Total $5,097,760  $6,277,242  

 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Project Costs Chart is located in Supplemental 1, replacement 

page 33.  The total estimated project cost is 8,571,736. 
 

Historical Data Chart: The Historical Data Chart is located page 39 of the application.  The 
applicant reported a net operating incomes of ($1,450,903), (1,086,974), and (942,417) in 
2013, 2014, and 2015, respectively. 

 
Projected Data Chart: The Projected Data Chart is located on page 38 of Supplemental 1.  
The applicant projects 12,091 and 15,087 patient days in years one and two with net 
operating revenues of $62,904 and $378,817, each year, respectively. 

 
The following table provides the proposed facilities’ charges. 
 

Average Gross, Deduction, and Net Charges 
 Year 1 Year 2 

Gross Charge $421.61 $416.06 

Deduction from Revenue $4.22 $4.16 

Average Net Charge $417.39 $411.94 

 
The applicant provides the proposed staffing for the new facility in the following table. 
 

 Projected 
FTEs Year 1 

Direct Care  
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LPNs 4.0 

RNs 6.9 

Nurse Aides (CANs) 14.5 

Total 25.4 

Non-Patient Care   

Administrative 10.6 

Facility Services 8.3 

Total 44.3 

 
The applicant considered the option of operating PTC at the temporary location in JCMC.  This was 
determined to not be feasible because the physical space is not large enough to allow for 
expansion to accept and reactivate FTC’s additional 13 beds.  SHC and MSHA determined that an 
option other than a new location would put constraints on MSHA’s long term plan to enhance post-
acute services in Washington County. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
As a proposed new facility, LP Johnson City, LLC, does not currently have contracts with area 
health care providers.  However, once completed and licenses the applicant intends to establish 
contractual arrangements, including transfer agreements with all relevant health care providers in 
the community including but not limited to the following: Mountain States Health Alliance hospitals, 
East Tennessee State University and the James H. Quillen College of Medicine, local nursing homes 
and clinics.  The East Tennessee State University affiliation calls for JCMC to provide clinical 
training for medical students and residents in family medicine and psychiatric services. 
 
The applicant states the proposed project is beneficial to the health care system and will not have 
any negative effects or duplication of services or competition.  The focus of this project is to 
enhance the overall post-acute care continuum in Washington County by securing experienced 
partners who will elevate the quality of care and expand the scope of services available to the 
elderly population. 
 
The project will have no negative impact on other providers and will add no new beds to the 
service area. 
 
Both joint venture partners advocate the importance of training and education and actively 
participate in the education of its employees and the training of area students and workforce.  
MSHA  
 
The applicant is licensed by the Tennessee Department of Health, Board for Licensing Healthcare 
Facilities. 
 
QUALITY CONTROL AND MONITORING 
The applicant intends to comply with any regulations, standards, quality measures or other data 
required by the HSDA or other State agencies if approved. 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT 
OF 

HEALTH CARE INSTITUTIONS 
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1. Any project that includes the addition of beds, services, or medical equipment will be 

reviewed under the standards for those specific activities. 
 
 Not Applicable. 
 
2. For relocation or replacement of an existing licensed health care institution: 
 
 a. The applicant should provide plans which include costs for both renovation and 

relocation, demonstrating the strengths and weaknesses of each alternative. 
 
  The replacement and relocation of PRC and FTCC has been an operational goal of 

MSHA for several years since the realization that the operational inefficiencies of each 
of the separate units were not sustainable.  As note, DTC was closed by MSHA several 
years ago because the facility was not operationally feasible and efficient. 

 
  The current site of PTC was approved by HSDA in CN1409-039 with the express 

purpose of serving as an interim location until construction of a new modern, 
comprehensive campus designed to meet the needs of the elderly population through 
the provision of skilled care and assisted living services could be completed.  The new 
site recognizes the increasing demand as patient leaving a hospital setting and 
requiring skilled nursing assistance in hopes of re-acclimating to the lifestyle 
accustomed prior to hospitalization. 

 
 b. The applicant should demonstrate that there is an acceptable existing or projected 

future demand for the proposed project. 
 
  Not applicable. 
 
3. For renovation or expansions of an existing licensed health care institution: 
 
 a. The applicant should demonstrate that there is an acceptable existing demand for the 

proposed project. 
 
  Not applicable. 
 
 b. The applicant should demonstrate that the existing physical plant’s condition warrants 

major renovation or expansion. 
 

 Not applicable. 
 

Applications for Change of Site.  
 
When considering a certificate of need application which is limited to a request for a change of site 
for a proposed new health care institution, The Agency may consider, in addition to the foregoing 
factors, the following factors:  
 
(a) Need. The applicant should show the proposed new site will serve the health care needs in the 
area to be served at least as well as the original site. The applicant should show that there is some 
significant legal, financial, or practical need to change to the proposed new site.  
 
The applicant notes that the project is aligned with the recently revised standards for Nursing 
Home Services in the 2014 State Health Plan/ These Criteria were revised with the goal to provide 
support for an existing nursing home to modernize/update its facilities.  At criteria 8, those 
standards encourage projects that modernize out of date facilities through replacement of the 
same existing facilities without increasing beds in the service area, stating: 
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x Encouraging Facility Moderzation:  The HSDA may give preference to an application that: 
 
a. Proposes a replacement facility to modernize an existing facility; 

 
b. Seeks a certificate of need for a replacement facility on or near its existing facility 

location.  The HSDA should evaluate whether the replacement facility is being located 
as closely as possible to the location of the existing facility and, if not, the need for a 
new modernized facility is being impacted by any shift in the applicant’s market due to 
its new location within the Service Area, and 
 

c. Does not increase the number of operating beds.  In particular, the HSDA should give 
preference to replacement facility applications that are consistent with the standards 
described ins TCA §68-11-1627, such as facilities that seek to replace physical plants 
that have building and/or life safety problems, and/or facilities that seek to improve 
the patient-centered nature of their facility by adding home-like features such as 
private rooms and/or home-like amenities. 

 
The applicant’s proposed site is located 5 miles from Johnson City Medical Center.  Because of the 
proximity of the two facilities, the skilled nursing care needs in the community will be just as well 
served as at the current site.  The current site was approved by HSDA in CN1409-039 with the 
express purpose of serving as an interim location until construction of a new modern, 
comprehensive campus designed to meet the needs of the elderly population through the provision 
of skilled care and assisted living services could be completed.  The new senior care campus will be 
on the former Northside Hospital property which is adjacent to the current campus of the Quillen 
Rehab Hospital.  There is no ability to combine the two existing facilities into a single efficiently 
operating skilled nursing facility other than a new site.  Consistent with the above criteria, there 
will be no increase in the number of licensed beds from the approval of the new facility and the 
new site is as close as feasible to the existing location.  The continuum of services from 
independent living through hospital rehabilitation will increase the services to the target population 
above what is currently being offered. 
 
(b) Economic factors. The applicant should show that the proposed new site would be at least as 
economically beneficial to the population to be served as the original site.  
 
Approval of this project will enhance the provision of the post-acute care services within 
Washington County.  The construction of a senior care campus that will contain access to skilled 
nursing care, assisted living and retirement living options will better meet the needs of the 
community.  Enhancement of valued post-acute care services will improve cost efficiencies for the 
overall healthcare delivery system as the cost of care for patients in an acute care setting is almost 
40% to 60% more compared to the post-acute setting.  Improving access to these vital services in 
a senior friendly environment that leverages the expertise of a national multi-state organization 
such as SHC will be very beneficial to the patient population. 
 
(c) Contribution to the orderly development of health care facilities and/or services. The applicant 
should address any potential delays that would be caused by the proposed change of site, and 
show that any such delays are outweighed by the benefit that will be gained from the change of 
site by the population to be served. 
 
Not Applicable. 


